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SUMMARY

The Supreme Court of Appeals of West Virginia reviewed a circuit court order approving a good-faith

settlement between Creekside Owners Association and several defendants and dismissing Schoolhouse

Limited Liability Company's implied indemnity cross-claim. The court held that the settlement

extinguished the cross-claim because Creekside's remaining claims against Schoolhouse were based

on Schoolhouse's alleged independent conduct rather than imputed, strict, or vicarious liability for the

settling defendants' conduct. The circuit court's order was affirmed.
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Schoolhouse appealed from a Rule 54(b) final order approving a
mediated settlement between Creekside and several defendants and
dismissing Schoolhouse's cross-claim for implied indemnity against

the settling defendants.

De novo review applies to an order granting a motion to dismiss. The
court also noted that summary judgment would be reviewed de novo if
the circuit court's consideration of matters outside the pleadings

converted the ruling to summary judgment.
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QUESTIONS PRESENTED

1. Whether a good-faith settlement between the plaintiff and several defendants extinguished the non-

settling defendant's cross-claim for implied indemnity.

2. Whether the claims against Schoolhouse were based on Schoolhouse's independent conduct rather than

imputed, strict, or vicarious liability for the settling defendants' conduct.

3. Whether the circuit court properly dismissed the implied-indemnity cross-claim under the applicable
Rule 12(b)(6) standard.

HOLDINGS

1. A good-faith settlement extinguishes a non-settling defendant's claim for implied indemnity when the
non-settling defendant's potential liability is based on its own independent fault or negligence rather than

imputed, strict, or vicarious liability for the settling defendants' conduct.

2. An order granting a motion to dismiss is reviewed de novo, and dismissal is proper when it appears

beyond doubt that the plaintiff can prove no set of facts supporting a claim for relief.

KEY QUOTATIONS

“Implied indemnity is based upon principles of equity and restitution and one must be without fault to obtain
implied indemnity.” (8)

“Thus, in this instance, the respondents’ good faith settlement does, in fact, extinguish Schoolhouse’s implied

indemnity cross-claim.” (9)

FACTUAL BACKGROUND

Creekside Owners Association sued Schoolhouse, the developer and declarant of the Creekside Villas
condominium complex, along with the general contractor, architect, realtor, subcontractors, and suppliers.
Creekside alleged negligence, conspiracy, breach of warranty, fraud, misrepresentation, and related claims
concerning the design, construction, marketing, and sale of the condominium project. Schoolhouse denied
wrongdoing and asserted implied-indemnity and contribution cross-claims against co-defendants. Several
defendants settled with Creekside for $600,000, and Creekside dismissed with prejudice all claims against them

and all vicarious-liability claims based on their work or products.

PROCEDURAL HISTORY

Creekside sued Schoolhouse and numerous entities over alleged defects and misconduct involving the

development, construction, marketing, and sale of a condominium complex. Schoolhouse asserted cross-claims



for implied indemnity and contribution. After a mediated settlement between Creekside and several defendants,
the circuit court approved the settlement and dismissed all claims against the settling defendants, including
Schoolhouse's implied-indemnity cross-claim. Creekside subsequently stipulated to dismissal with prejudice of
all vicarious-liability claims arising from the settling defendants' work or products. The Supreme Court of

Appeals affirmed.

DISPOSITION
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